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Against  the  backdrop  of  wars  in  Iraq  and  Afghanistan  and  a  changing  strategic  environment 
in  the  broader  Middle  East,  political  leaders  now  are  confronting  the  difficult  question 
of  how  to  achieve  long-term  stability.  The  toppling  of  the  Taliban-led  government  in 
Afghanistan  and  removal  of  Saddam  Hussein  from  Iraq  displayed  the  capability  of  America’s  mili¬ 
tary  to  marshal  overwhelming  conventional  force  against  its  enemies.  However,  this  overwhelming 
capability  soon  was  eclipsed  when  this  same  force  struggled  to  secure  durable  peace  either  in  Iraq 
or  Afghanistan. 

No  longer  is  the  debate  focused  on  how  to  “win  the  war”;  rather,  it  has  shifted  to  “winning  the 
peace.”  Indeed,  global  power  is  measured  not  by  the  number  of  bombs  a  nation  can  drop,  but  by  the 
number  of  opportunities  it  can  provide.1  According  to  John  Nagl,  “It  is  time  for  America  to  take 
the  long  term  view.  .  .  .  America’s  stake  in  a  stable,  peaceful,  secure  Middle  East  will  [not]  vanish 
when  the  last  American  combat  brigade  departs.”2  General  David  Petraeus  puts  it  more  bluntly:  “To 
prevail,  [we  need]  long-term  development  and  stabilization.”3 

Unfortunately,  the  U.S.  Government  has  not  always  taken  a  synchronized,  whole-of- 
government  approach  to  stabilization  operations.  As  I  witnessed  firsthand  during  my  recent  civilian 
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tour  with  Multi-National  Force-Iraq  (MNF-I), 
the  combination  of  1,000  Embassy  staff,  500 
Provincial  Reconstruction  Team  members,  and 
more  than  130,000  Servicemembers  did  not 
result  in  a  synchronized  long-term  approach  to 
Iraq’s  transition  from  a  conflict  to  a  postconflict 
state.  Although  the  National  Security  Council 
(NSC)  did  establish  the  Joint  Interagency  Task 
Force-Iraq  (JIATF-I)  in  April  2008  to  bring 
together  full-time  representatives  from  MNF-I, 


only  by  elevating  economic  development 
to  the  level  of  political  development 
will  stabilization  operations  have  a  truly 
lasting  impact 


the  U.S.  Agency  for  International  Development 
(USAID),  and  the  Departments  of  State, 
Energy,  and  Homeland  Security  into  “smart 
power”4  planning  teams,5  this  organization 
only  focused  efforts  against  two  threats  to  Iraq’s 
future  stability:  Iran  and  al  Qaeda  in  Iraq.  With 
this  focus,  there  existed  no  central  organization 
to  combat  what  many  see  as  the  true  long-tenn 
threat  to  Iraq:  a  lack  of  economic  development 
and  integration  into  the  global  economy.6 

In  many  ways,  pursuing  development  con¬ 
current  with — if  not  prior  to — the  creation  of 
political  institutions  aligned  with  America’s 
interests  is  the  ultimate  example  of  global  risk 
management.7  Moreover,  the  current  era  of 
information  age  warfare  demands  attention  to 
the  entire  spectrum  of  operational  lines,  as  suc¬ 
cess  in  one  line  of  operation  reinforces  success 
in  others.8  For  too  long,  the  U.S.  Government 
has  pursued  national-level  governance  in 
conflict  states  while  implicitly  neglecting  the 
importance  of  development  for  host  country 
nationals.9  To  remedy  this  situation,  the  transi¬ 
tion  of  a  conflict  state  to  a  durable  postconflict 


state  status  demands  broad-based  development 
as  a  precursor  to  thorough  integration  of  con¬ 
flict  states  into  the  global  economy.  Hence, 
the  creation  of  a  civil-military  stabilization 
operation  initiative  will  bring  together  U.S. 
Government,  private  sector  business,  and  pos¬ 
sibly  international  organization  (for  example, 
the  International  Monetary  Fund,  World  Bank, 
United  Nations  Development  Program)  repre¬ 
sentatives  under  a  JIATF  framework  to  pursue 
a  two-stage  strategy  of  economic  development 
and  global  integration. 

In  the  first  stage,  the  organization  will  fos¬ 
ter  diversified  economic  growth  through  joint 
venture10  public-private  partnerships11  to  satisfy 
the  near-  to  mid-term  economic  needs  of  host 
state  entrepreneurs — including  but  not  limited 
to  capital  finance  and  global  market  access.  In 
the  second  stage,  the  JIATF  organization  will 
work  with  host  nation  entrepreneurs,  univer¬ 
sities,  and  institutions  to  foster  the  bottom- 
up  adoption  of  U.S.  business  models,  proce¬ 
dures,  and  standards.  This  will  give  the  U.S. 
Government  an  early  start  in  developing  the 
relationships  critical  to  the  long-term  develop¬ 
ment  of  modern  state  institutions. 

With  time,  Washington  can  use  this 
approach  to  grow  monetary  and  political  capital 
and  as  a  method  to  position  itself  geostrategi- 
cally.  Many  have  noted  that  achieving  strategic 
objects  in  Iraq  and  Afghanistan  requires  leader¬ 
ship  and  the  synchronization  of  effort  to  provide 
enduring  political  and  economic  opportunities 
to  stem  the  cycle  of  violence.  However,  only  by 
elevating  economic  development  to  the  level  of 
political  development  will  stabilization  opera¬ 
tions  have  a  truly  lasting  impact. 

Globalization  and  Modernization 

The  goal  of  stabilization  operations  along 
the  economic  line  of  operation  is  to  modernize 
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and  moderate  host  nation  policies  in  line  with  international  standards.  Implicit  in  this  thinking  is 
the  transformational  power  of  international  commerce.  When  states  open  to  the  world,  human  rights 
and  political  reform  are  usually  far  from  the  goals  political  leaders  have  in  mind.  Nevertheless,  deep¬ 
ening  ties  with  global  businesses  force  states  to  change  laws  and  practices — to  adopt  what  Thomas 
P.M.  Barnett  calls  the  transparent  modern  “rule  sets”  of  the  world’s  developed  and  well-integrated 
“core.”12  A  legal  and  bureaucratic  system  forced  to  change  in  one  area  becomes  more  receptive  to 
change  in  other  areas  as  well.  Moreover,  working  to  bring  host  nation  economies  more  fully  into 
the  web  of  globalization  can  push  the  status  quo  to  the  tipping  point  where  national  leaders  have 
little  choice  but  to  embrace  change  and  try  to  make  the  most  of  it.13  Despite  its  intuitive  appeal, 
however,  scholars  are  divided  on  the  causal  links  among  commerce,  modernization,  and  moderation. 

Modernization  theory  in  its  most  basic  form  argues  that  countries  develop  by  moving  from 
an  agricultural  economy  to  an  industrialized  one  and  then  to  the  development  of  a  large  service 
sector.  As  a  consequence  of  these  structural  changes,  a  greater  share  of  the  population  moves  to 
urban  areas,  education  levels  increase,  incomes  and  standards  of  living  rise,  and  traditional  beliefs 
and  practices  are  replaced  by  more  “modern”  ones  based  on  scientific  rationality.  Rationality 
and  the  ability  to  incorporate  developments  into  state  decisionmaking  are  important  because 
politicians  can  and  will  adjust  policies  when  faced  with  changes  in  the  underlying  makeup  of 
a  policy.  If,  for  example,  individual  politicians  have  static  beliefs,  then  change  is  only  possible 
through  regime  change.  But  as  we  have  seen  in  a  great  many  cases  throughout  the  centuries, 
politicians  can  adjust  policies  when  faced  with  a  changing  tactical  and  strategic  environment. 
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Assumptions  to  the  contrary  are  not  only  shal¬ 
low,  but  also  dangerous. 

If  rational  is  assumed  to  be  moderate,  then 
the  answer  of  how  to  moderate  state  policies 


although  the  establishment  of  space 
to  grow  globalization  is  important, 
policymakers  must  be  sensitive  to  the 
character  of  development  projects, 
especially  in  conflict  zones 


should  be  strikingly  simple.  Moderation  of 
state  policies  is  achieved  when  the  underly¬ 
ing  variables  of  a  government’s  policy  change, 
thus  necessitating  a  rational  adjustment.  If,  for 
example,  a  state  severs  economic  ties  with  its 
top  trade  and  export  partner  due  to  that  state’s 
purchase  of  a  defensive  weapons  system — no 
matter  how  this  political  change  is  viewed  by 
external  actors — the  politician  is  acting  irra¬ 
tionally.  Conversely,  if  a  state  liberalizes  trade 
policy  due  to  groundswell  support  for  increased 
trade  with  Western  nations,  then  the  state  is 
acting  rationally.  Perception  of  rationality 
will  complicate  the  “rational  versus  irrational” 
dynamic;  however,  this  does  not  discount  the 
notion  that  rational  states  will  pursue  policies 
based  upon  a  calculation  of  a  state’s  interests. 
Thus,  the  United  States  should  seek  to  drive 
change  from  below  through  a  process  of  co¬ 
option  rather  than  coercion. 

Trade  and  investment  are  the  bricks  and 
mortar  for  construction  of  modern,  moderate 
states.  Although  development  scholars 
understand  the  importance  of  these  qualities, 
they  disagree  over  what  approach  to  take  to 
achieve  a  desired  endstate.  Some  assess  that 
institutional  development  drives  greater  global 
economic  integration  (for  example,  governance 
first),  while  others  assess  that  global  economic 


integration  drives  institutional  development 
(globalization  first).  From  the  governance-first 
perspective,  Indra  de  Soysa  and  Jo  Jakobsen 
found  that  absent  other  factors,  foreign  direct 
investment  follows  market  conditions,  and 
therefore  flows  more  to  states  with  modern 
democratic  institutions  and  less  to  states  with 
stagnant  authoritarian  systems.14  In  particular, 
they  found  that  financiers  and  global  businesses 
are  more  likely  to  sign  deals  in  countries  with 
basic  levels  of  development  rather  than  to 
speculate  in  emerging  markets  due  to  exposure 
to  political  risk.15  It  is  from  this  perspective 
that  the  majority  of  U.S.  development  projects 
place  the  greatest  emphasis  on  governance 
over  other  lines  of  operation.  Turning  to  the 
globalization-first  perspective,  Jonas  Johansson 
found  through  a  statistical  analysis  comparing 
the  Freedom  in  the  World16  index  with  various 
measures  of  globalization  that  an  increasing 
degree  of  socioeconomic  development 
paralleled  a  more  globalized  state.  And  with 
a  more  globalized  state,  conditions  tend  to 
better  support  the  development  of  democratic 
institutions  and  values.17  Thus,  Johansson’s 
findings  demonstrate  that  the  extent  to  which 
a  country  is  intertwined  in  the  global  economy 
contributes  to  the  overall  understanding  of  the 
predictors  of  democracy  and  modernization. 

Although  the  establishment  of  space  to 
grow  globalization  is  important,  policymakers 
must  be  sensitive  to  the  character  of  devel¬ 
opment  projects,  especially  in  conflict  zones. 
Adam  Przeworski  and  Fernando  Limongi  found 
that  the  level  of  economic  development  was 
sometimes  not  a  good  predictor  of  moderniza¬ 
tion.  They  argue  that  although  prospects  for 
modernization  increase  in  wealthier  countries, 
some  authoritarian  regimes  can  remain  stable  at 
high  levels  of  economic  development  (such  as 
China) .  This  is  somewhat  the  case  in  Iraq  and 
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Afghanistan,  where  capitalist  classes  are  not  inherently  proponents  or  even  supporters  of  modern¬ 
ization.  Generally  speaking,  capitalists  in  highly  corrupt  states  tend  to  support  the  ruling  regime 
when  their  material  interests  benefit  from  the  regime’s  policies  or  when  they  fear  that  a  new  regime’s 
policies,  such  as  a  top-down  anticorruption  campaign,  would  harm  their  interests.  But  when  the 
capitalists  believe  that  the  ruling  regime  can  no  longer  defend  their  interests  or  when  they  perceive 
that  the  strength  of  the  prevailing  political  winds  has  reached  a  critical  velocity,  their  support  for 
the  status  quo  can  change  to  opposition,  thus  helping  trigger  a  tipping  point. 

Ultimately,  however,  the  debate  over  modernization  will  continue.  Despite  differing  opinions 
among  development  scholars  as  to  the  theoretical  drivers,  modernization  theory  continues  to  guide 
the  thinking  of  scholars  and  policymakers  alike.18  As  Vali  Nasr  asserts,  “Fueling  the  activities  of  the 
Middle  East’s  rising  middle  class,  and  working  to  bring  the  economies  of  the  region  more  fully  into 
the  web  of  globalization,  can  push  the  status  quo  to  the  tipping  point  where  national  leaders  have  no 
choice  but  to  embrace  change  and  make  the  most  of  it.”19  Indeed,  economic  development  strategies, 
when  pursued  in  an  ordered,  synchronized  fashion,  can  contribute  positively  to  the  modernization, 
moderation,  and  stabilization  of  conflict  societies. 

Modernization:  How  to  Get  There 

How  best  can  the  United  States  achieve  modernization,  especially  in  “difficult”  states?  Recent 
foreign  policy  indicates  the  perception  that  military  force  is  the  only  way  the  international  community 
can  process  such  states  into  the  broader  global  community.  Supporters  of  this  policy  believe  the  security 
situation  in  these  countries  will  not  improve  on  its  own  because  exploiting  these  situations  is  what 
helps  keep  the  Muammar  Qadhafis  and  the  Kim  Jong-ils  in  power.  In  short,  where  the  international 
community  permits  security  gaps  to  linger,  only  bad  actors  will  fill  the  vacuum,  resulting  in  political 
intrigue,  economic  corruption,  endemic  violence,  and  a  climate  that  incubates  future  threats.  This  is 
why  Thomas  Barnett  believes  that  “taking  down  all  the  Saddams  is  a  good  thing,  because  each  regime 
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change  fixes  a  ‘broken  window’  and — by  doing 
so — sends  a  signal  to  prospective  bad  actors 
regarding  rule  sets  the  international  community 
is  serious  about  enforcing.”20 

Alternatively,  some  are  beginning  to 
believe  that  it  is  time  to  think  less  about  civi¬ 
lizations  clashing  and  to  recover  the  great 
insights — which  lie  close  to  the  foundations 
of  classical  liberalism  and  modern  political 
thought — about  the  transformative  power 
of  markets  and  commerce.  Commerce,  as 
David  Hume  and  the  other  great  minds  of  the 
Enlightenment  often  point  out,  softens  man¬ 
ners  and  makes  a  politics  based  on  reason  and 
deliberation,  rather  than  fighting  and  roman¬ 
ticism,  far  more  imaginable.21  However,  the 
United  States  must  change  the  character  of  its 
development  approach  in  order  to  achieve  the 
lasting  positive  impact  it  seeks.  The  United 


attraction  via  soft  power  often  has 
a  diffusive  effect  of  creating  general 
influence,  rather  than  producing  an 
easily  observable  specific  action 

States  has  been  supporting  economic  reform 
and  business  initiatives  with  too  much  focus 
on  working  with  government  planners  and  the 
top-level  business  elite.22  Change  will  not  come 
from  this  upper  crust;  it  has  too  much  invested 
in  the  status  quo  and  depends  too  heavily  on 
the  state.  It  is  business  with  a  small  “b”  that 
should  hold  the  attention  of  the  United  States 
and  the  global  community.  If  genuine  capital¬ 
ism  in  the  broad  sense  experienced  by  the  West 
is  to  develop  and  thrive — where  individuals 
working  through  markets  account  for  growth 
and  prosperity — it  will  come  from  grass-roots 
entrepreneurs  and  not  from  state-led  initiatives 
or  the  state-sponsored  economic  elite  associated 


with  them  who  have  traditionally  ruled  “diffi¬ 
cult”  state  economies. 

The  transformative  thesis  of  commerce  is 
encapsulated  in  the  scholarship  on  hard  power, 
soft  power,  and  smart  power  by  Joseph  Nye. 
According  to  Nye,  soft  power  is  the  ability  to 
co-opt  or  attract  an  actor  to  want  the  same 
outcomes  as  another  actor.  In  a  sense,  it  is  the 
ability  to  see  through  the  adoption  of  the  other’s 
models,  the  other’s  procedures,  and  the  other’s 
standards.  Soft  power  depends  more  than  hard 
power23  upon  the  existence  of  willing  interpret¬ 
ers  and  receivers.  Moreover,  attraction  via  soft 
power  often  has  a  diffusive  effect  of  creating 
general  influence,  rather  than  producing  an 
easily  observable  specific  action,  as  is  often  the 
object  of  hard  power. 

The  conditions  for  projecting  soft  power 
have  transformed  dramatically  in  recent  years. 
The  information  revolution  and  globalization 
are  transforming  and  shrinking  the  world.  At 
the  beginning  of  the  21st  century,  those  two 
forces  have  enhanced  American  power.  Yet  no 
matter  how  logical  or  necessary  the  new  rule 
sets  appear  to  American  actors,  if  the  United 
States  cannot  sell  them  to  a  large  chunk  of 
the  planet,  it  loses  credibility  as  a  competent 
superpower,  and  invariably  those  rules  will  be 
dismissed  by  other  cultures  as  reflecting  an 
American  bias.24  According  to  U.S.  Foreign 
Service  Officer  Kurt  Amend,  the  creation  of  a 
strategic  narrative  that  “explains  the  purpose 
of  all  government  plans  and  programs”  is  the 
starting  point  for  winning  local  support  to  plans 
and  operations.25  This  narrative  should  contain 
long-term  objectives,  underlying  assumptions, 
and  specific  measures  needed  to  achieve  those 
objectives.  Furthemrore,  it  should  be  developed 
in  close  coordination  with  the  U.S.  military, 
development  and  intelligence  agencies,  non¬ 
governmental  organizations,  host  governments, 
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and  international  partners.  In  Amend’s  words, 
“Any  political  strategy  lacking  the  contribu¬ 
tions  and  support  of  key  stakeholders  is  doomed 
to  failure.” 

A  strategic  narrative  for  the  United  States 
that  internalizes  the  transformative  nature  of 
commerce  will  comprise  support  from  a  wide 
spectrum  of  agencies.  Two  U.S.  Government 
organizations  currently  are  tasked  with  promot¬ 
ing  integration  of  U.S.  businesses  with  foreign 
partners  and  with  fostering  the  integration 
of  host  nations  into  the  global  economy:  the 
Export-Import  Bank  of  the  United  States  (Ex- 
Im  Bank)  and  the  Overseas  Private  Investment 
Corporation  (OPIC).  Established  in  1934  by 
an  Executive  order  and  made  an  independent 
agency  in  the  executive  branch  by  Congress  in 
1945,  Ex-Im  Bank  is  the  official  export  credit 
agency  of  the  Federal  Government.  Ex-Im  Bank 
seeks  to  create  and  sustain  American  jobs  by 
financing  and  insuring  foreign  purchases  of 
U.S.  goods  for  customers  unable  or  unwilling 
to  accept  certain  levels  of  political  and  com¬ 
mercial  risk.  Similarly,  OPIC,  founded  in  1971, 
is  an  agency  that  helps  U.S.  businesses  invest 
overseas  and  promote  economic  development 
in  new  and  emerging  markets.  The  agency  pro¬ 
vides  political  insurance  against  the  risks  of 
inconvertibility,  political  violence,  or  expro¬ 
priation.  OPIC  also  provides  financing  through 
direct  loans  and  loan  guarantees. 

Ex-Im  Bank  and  OPIC  are  at  the  heart  of 
the  U.S.  Government’s  broader  development 
program;  strikingly,  however,  they  have  been 
absent  from  development-based  stabilization 
operations  in  Iraq  and  Afghanistan.26  Looking 
at  the  budget  of  these  organizations  from  2003 
to  the  present,  we  can  see  why  they  have  not 
stepped  into  the  development  vacuum  left  by 
American  armed  forces.  In  2003,  Ex-Im  Bank 
operated  on  a  budget  of  $325  million.  Currently, 


its  budget  is  nearly  zero — hence,  Ex-Im  Bank 
now  relies  on  user  fees  to  continue  its  opera¬ 
tion.  This  means  that  it  increasingly  will  make 
mission  decisions  based  on  free  market  cost- 
benefit  analyses  rather  than  on  political  pri¬ 
ority.  Although  it  has  not  suffered  as  severely 
as  Ex-Im  Bank,  OPIC’s  operation  budget  has 
been  cut  by  nearly  50  percent  from  2003  lev¬ 
els.27  If  these  agencies  continue  to  operate  at 
or  below  current  budget,  it  will  remain  difficult 
for  international  traders  and  investors  to  flow 
capital  into  war  zones,  failed  states,  and  extrem¬ 
ist  havens,  the  very  places  such  capital  is  often 
needed  most. 

Ultimately,  it  appears  that  much  of  the 
literature  on  foreign  direct  investment  empha¬ 
sizes  business-oriented  decision  frameworks  as 
to  whether  to  enter  a  given  market.  Moreover, 
these  market  analyses  often  toss  conflict  zones 
into  the  dustbin  as  no-go  zones — which  ulti¬ 
mately  levels  greater  responsibility  on  national 
governments  to  push  initiatives  without  the 
assistance  of  the  private  sector.  Although  logi¬ 
cal  from  the  private  sector  cost-benefit  calcu¬ 
lation,  it  may  prove  more  useful  for  the  U.S. 
Government  to  synchronize  business  entities 
into  the  broader  government  efforts  to  support 
the  radical  changes  needed  in  conflict  states. 
When  compared  to  the  vast  outlay  of  taxpayer 
cash  required  to  reform  a  country  through  force, 
approaching  the  issue  in  terms  of  economics 
seems  rather  novel. 

Partnering  for  Success 

If  the  U.S.  Government  is  indeed  inter¬ 
nalizing  the  positive  impact  and  transformative 
nature  of  private  sector  growth  for  a  host  nation 
transition  from  conflict  to  postconflict  status, 
the  U.S.  Government  must  find  a  way  to  bet¬ 
ter  incorporate  the  talent  and  insights  of  the 
private  sector  into  all  levels  of  planning.  Many 
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Eurasia  Group  brings  together  political  scientists  with  a  broad  range  of 
country  expertise,  which  enables  them  to  provide  comparative  country  analysis. 
PricewaterhouseCoopers  brings  together  enterprise  risk  management  specialists  and 
business  advisors  with  deep  sector  experience  to  recommend  practical  approaches  for 
mitigating  identified  risks,  enhancing  opportunity,  and  evaluating  alternative  courses 
of  action. 

Eurasia  Group’s  Regulatory  Riskwatch  service  is  one  example  of  the  ways  in  which 
the  company  provides  a  comparative  and  forward-looking  platform  for  thinking  about 
risk.  Regulatory  Riskwatch  estimates  three  key  dimensions  of  regulatory  change: 
impact,  probability  of  the  regulatory  change,  and  time  horizon.  By  considering  these 
elements,  business  leaders  can  adjust  strategy  to  deflect  adverse  effects  on  operations 
or  take  advantage  of  opportunities. 


companies  already  are  charting  the  murky  waters  of  globalization.  Yet  many  of  these  same  corporate 
leaders  lack  a  framework  for  understanding  how  local  political  and  market  dynamics  affect  foreign 
ventures,  according  to  Ian  Bremmer.28  Moreover,  Bremmer  believes  chief  executive  officers  (CEOs) 
may  be  unaware  of  social,  regulatory,  and  energy  issues  around  the  next  curve  in  the  road.  To  mitigate 
these  vulnerabilities,  CEOs  and  business  strategists  routinely  consult  economic  and  political  risk 
analysts  from  firms  such  as  Eurasia  Group  and  PricewaterhouseCoopers  in  order  to  make  the  most 
informed  global  investment  decisions  possible  for  emerging  or  high-risk  markets. 

To  its  credit,  the  U.S.  Government  has  been  engaged  in  economic  and  political  risk  analysis — bet¬ 
ter  known  as  diplomatic  cabling — for  decades,  and  every  American  Embassy  around  the  world  utilizes 
this  to  relay  host  country  developments  back  to  Washington.  Being  aware  of  the  political  and  economic 
dynamics  of  a  host  country  enables  the  U.S.  Government  to  anticipate  micro-  and  macro-level  shifts 
that  could  affect  its  interests.  Hence,  it  should  be  useful  to  synchronize  private  sector  companies  with 
the  political  discussions  of  the  United  States  in  order  to  create  more  thorough  interaction  among  actors 
engaged  in  the  economic  line  of  operation  and  to  allow  private  sector  company  management  to  make 
well-informed  decisions  about  the  future  of  their  ventures.  Until  the  connections  are  made,  both  public 
and  private  sector  entities  are  merely  speculating  as  to  what  the  other  entity  wants. 

This  proposal  runs  counter  to  conventional  development  planning.  However,  globalization 
and  the  new  era  of  information-based  warfare  demand  breaking  down  organizational  stovepipes  to 
capitalize  on  the  talent  and  insights  from  all  possible  partners.  Moreover,  confidence  in  an  economic 
approach  will  not  occur  until  the  U.S.  military,  civilian  corps,  and  private  sector  expertise  partner  in 
a  joint  environment  to  tackle  the  most  difficult  economic  development  questions  facing  the  Nation. 

With  a  clear  organizational  approach  to  economic  development  and  integration  for  conflict 
states,  joint  venture  public-private  partnerships  hold  the  best  possibility  to  achieve  the  goals  of 
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the  overriding  strategy.  Joint  ventures,  to  their 
credit,  set  the  conditions  necessary  for  adoption 
of  international  standards  and  values  without 
the  coercive  nature  often  associated  with  for¬ 
eign  ventures.  Moreover,  joint  ventures  allow 
host  nation  entrepreneurs  to  reinvest  prof¬ 
its  into  their  own  independent  ventures  after 
learning  how  to  design  and  implement  a  suc¬ 
cessful  business,  branding,  and  marketing  plan. 
Although  criticism  may  be  leveled  at  such 
ventures  for  their  high  risk  and  low  return  on 
investment,  these  criticisms  are  of  less  impor¬ 
tance  when  these  ventures  are  pursued  through 
a  public-private  partnership.  Distinct  from  com¬ 
mon  private  ventures,  public-private  partner¬ 
ships  have  an  added  benefit  insomuch  as  they 
are  supported  by  the  U.S.  Government  (and 
possibly  other  governments  as  well).  This  gov¬ 
ernment  support,  when  effectively  utilized,  can 
shelter  business  from  the  risk  associated  with 
investing  in  emerging  markets,  which  can  tip 
the  scales  of  cost-benefit  analyses  in  favor  of  the 
joint  venture. 

Recommendations 

Understanding  that  the  United  States  and 
its  international  partners  must  take  steps  to 
better  integrate  host  nation  entrepreneurs  into 
the  global  economy,  the  United  States  should 
do  what  it  does  best:  allocate  money,  enlist  the 
help  of  the  private  sector  when  possible,  and 
inspire  entrepreneurs  and  investors  to  fill  a  new 
market  as  quickly  as  possible.  Furthermore,  it 
should  seek  to  extend  the  durability  of  our  soft 
power  influence  by  institutionalizing  the  incen¬ 
tives  for  future  generations  of  stakeholders  to 
support  continuation  of  globalized  values. 

Use  a  Joint  Structure  to  Bring  Qlobal 
Connection.  Experts  and  practitioners  often 
lament  that  in  Iraq  and  Afghanistan,  no  sin¬ 
gle  individual  or  institution  has  the  power  of 


resources  and  mandate  to  direct  civilian  efforts 
in  reconstruction,  economic  development,  and 
political  stabilization — even  though  the  military 
and  State  Department  fully  acknowledge  that 
their  efforts  will  not  be  successful  unless  those 
tasks  are  met.  All  too  often,  the  structures  in 
these  countries  have  been  impromptu  arrange¬ 
ments  with  different  Federal  agencies  using 
unclear  mechanisms  for  accountability — adding 
possibly  years  of  deterioration  in  both  wars. 


joint  venture  public-private  partnerships 
hold  the  best  possibility  to  achieve  the 
goals  of  the  overriding  strategy 

To  process  Iraq  and  Afghanistan  to  post¬ 
conflict  status  as  well  as  to  secure  long-term 
influence  with  host  governments,  I  propose  the 
creation  of  a  two-stage  campaign  that  emphasizes 
the  singular  goal  of  bottom-up  change  through 
the  adoption  of  international  standards  and  prac¬ 
tices  in  line  with  the  broader  strategic  narrative 
outlined  by  key  stakeholders.  For  the  first  stage 
of  the  initiative,  I  propose  an  organization  not 
radically  different  from  that  already  in  place  in 
Iraq  under  the  JIATF-I.  According  to  one  of  my 
USAID  colleagues  from  Iraq,  “The  advantage  of 
[the  JIATF  framework]  is,  in  theory,  it  gets  at  the 
coordination  problem,  which  is  one  of  the  fun¬ 
damental  issues.”29  Similar  to  JIATF-I,  the  orga¬ 
nization  should  fall  under  the  NSC  and  should 
incorporate  civilian  and  military  representatives; 
however,  the  organization  also  must  place  spe¬ 
cial  emphasis  on  the  integration  of  highly  skilled 
private  sector  employees  to  support  the  building 
of  public-private  partnerships.  Bringing  private 
sector  employees  into  a  public  sector-centric 
organization  performs  two  basic  functions.  First, 
private  sector  employees  are  able  to  bring  their 
considerable  knowledge  of  global  investment, 
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trade,  and  financial  markets  to  bear  in  a  way 
that  can  make  a  true  impact  on  the  future  of  a 
host  country  and  its  citizens.  And  second,  inte¬ 
gration  of  private  sector  employees  strengthens 
America’s  soft  power  message. 

The  first  stage  of  the  process  would  involve 
buying  into  companies  already  in  operation,  or 
companies  that  were  in  operation  and  have  the 


the  U.S.  Government  should  strive  to 
develop  the  next  generation  of  host 
nation  entrepreneurs 


basics  required  for  success  in  a  postconflict  situa¬ 
tion.  Developing  the  knowledge  of  host  country 
companies  and  entrepreneurs  likely  would  necessi¬ 
tate  a  systematic  analysis,  down  to  the  local  level, 
of  a  host  of  issues,  including  but  not  limited  to: 

♦♦♦  What  are  the  local  business  unions, 
and  on  what  basis  are  they  organized? 

❖  Which  groups  within  a  population 
fall  inside  business  unions,  and  which 
do  not? 

❖  What  economic  activities  are  likely  to 
shift  support  of  population  segments  to 
the  government’s  side? 

❖  How  can  economic  dead  zones  be 
made  active? 

❖  Within  the  various  tiers  of  leadership, 
who  are  the  “fence-sitters,”  and  how 
can  they  be  won  over? 

❖  Who  are  the  spoilers,  and  what  incen¬ 
tives  or  disincentives  can  marginalize 
them? 

Answering  these  and  other  essential  ini¬ 
tial  questions  developed  within  the  JIATF 


organization  would  allow  for  identification  of  com¬ 
panies  and  individuals  to  bring  into  the  initiative. 

Once  such  entities  are  identified,  small 
teams  of  experts  should  meet  with  them  and  ask 
what  types  of  investment,  training,  and  market 
accesses  they  need  to  be  successful.  Follow-up 
meetings  would  establish  needs  for  training 
in  branding  and  marketing — training  that 
most  likely  would  fall  to  private  sector  firms. 
As  a  final  component  of  stage  one,  the  U.S. 
Government  would  bring  companies  and  entre¬ 
preneurs  (complete  with  standardized  business 
plans,  branding,  and  marketing  plans)  together 
with  Western  investors.  The  U.S.  Government 
would  provide  special  incentives  for  joint  ven¬ 
ture  public-private  partnerships  by  providing 
political  risk  insurance  and  capital  financing  at 
a  rate  established  by  an  internationally  recog¬ 
nized,  objective  source. 

The  reader  may  note  that  the  soft  power 
strategic  narrative  originally  coined  by  Kurt 
Amend  includes  considerable  space  for  host  gov¬ 
ernment  partners.  One  might  ask,  then,  why  the 
JIATF  organization  proposed  does  not  include 
such  a  role.  Given  that  a  central  tenet  of  the 
organization  is  to  break  free  from  host  country 
elite  entrepreneurs  who  often  benefit  from  a 
continuation  of  the  status  quo,  it  is  only  logical 
that  JIATF  does  not  collocate  host  government 
officials  within  the  JIATF  organization.  This  does 
not  mean  that  the  task  force  does  not  work  in 
close  collaboration  and  cooperation  with  the 
host  government;  this  could  not  be  further  from 
the  truth.  We  should  use  the  host  government 
to  gain  access  to  locations  and  networks  little 
known  or  unknown  to  members  of  the  organi¬ 
zation.  Upon  learning  of  new  entrepreneurial 
networks  and  entrepreneurs  with  the  potential 
for  incorporation  into  the  joint  venture  public- 
private  partnership  initiative,  we  could  seize  the 
opportunity  to  conduct  outreach  activities. 
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U.S.  Army  (Samantha  R.  Ciaramitaro) 


In  the  second  stage  of  the  initiative,  the  U.S.  Government  should  strive  to  develop  the  next 
generation  of  host  nation  entrepreneurs.  To  do  this,  I  propose  the  incorporation  of  Western  univer¬ 
sity  educators  and  administrators  into  the  JIATF  organization  to  build  up  the  host  nation’s  human 
capital,  which  in  the  case  of  Iraq  and  Afghanistan  has  been  left  in  a  decimated  state  after  years  of 
authoritarianism,  isolation,  and  war.  Using  the  joint  venture  public-private  partnership  as  a  step-off 
point,  the  United  States  could  use  the  newly  acquired  expertise  to  create  in-country  training  and 
education  in  entrepreneurship,  business  administration,  and  management.  This  training  and  educa¬ 
tion  would  most  likely  begin  as  a  follow-on  program  for  individuals  involved  in  the  joint  venture 
public -private  partnership  initiative;  however,  successful  piloting  of  the  program  could  lead  to  its 
wider  adoption.  And  as  an  added  benefit  for  top  students,  programs  akin  to  the  Fulbright  scholar¬ 
ship  can  be  designed  to  bring  students  to  U.S.  schools  and  companies  to  learn  and  gain  hands-on 
experience.  Although  discussion  of  the  role  of  education  and  training  is  limited  by  the  scope  of  this 
article,  we  cannot  discount  the  central  nature  of  these  follow-on  initiatives  in  the  long-term  success 
of  the  broader  economic  initiative. 

Leverage  U.S.  Development  Agency  Mandates  to  Address  Private  Sector  Business  Concern. 

Beyond  the  structure  of  an  organization,  most  important  for  the  overall  success  of  joint  venture  pub¬ 
lic-private  partnerships  are  the  financing  mechanisms  and  methods  by  which  the  U.S.  Government 
would  shelter  private  business  from  political  risk.  Although  rhetoric  from  global  political  leaders  is 
important  in  setting  the  context  for  increased  investment  and  trade  with  conflict  states,  a  tipping 
point  would  not  be  reached  until  the  businesses  see  decreased  risk  associated  with  such  transactions. 
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As  discussed  earlier,  two  U.S.  organizations 
exist  to  support  this  process.  However,  through¬ 
out  the  past  decade,  the  operations  budgets  of 
these  organizations  have  been  cut  to  the  point 
that  they  support  ventures  based  on  free  mar¬ 
ket  capitalism  rather  than  political  priorities. 
Although  it  is  perfectly  rational  for  American 
political  risk  firms  to  employ  a  free  market 
approach,  this  approach  implicitly  scuttles  any 
and  all  possible  joint  ventures  in  conflict  zones. 
Furthermore,  this  approach  will  likely  not  sat¬ 
isfy  the  demands  of  a  conflict  state  seeking  to 
achieve  trade  and  investment  levels  needed  to 
cross  the  theoretical  tipping  point. 


whether  with  an  urbanized  population 
such  as  Iraq,  or  a  rural  population  such 
as  Afghanistan,  the  transformative 
nature  of  commerce  knows  no  bounds 

To  confront  the  lack  of  an  organization 
that  can  address  the  insurance  and  financing 
needs  of  businesses  in  conflict  zones,  the  U.S. 
Government  has  two  options.  As  a  first  option, 
it  could  revise  the  operating  budgets  of  the 
Ex-Im  Bank  and  OPIC  to  incorporate  higher 
risk  ventures  into  their  scope  of  activities, 
especially  those  in  conflict  states.  This  process 
would  allow  the  organizations  to  reclaim  their 
founding  missions  and  might  create  spillover 
effects  for  development  projects  in  other  areas. 
Unfortunately,  this  would  negatively  impact 
the  free  market  narrative  of  these  organiza¬ 
tions.  Also,  simply  increasing  the  budgets  of 
agencies  would  not  necessarily  guarantee  that 
monies  would  be  directed  to  joint  venture  pub¬ 
lic-private  partnership  initiatives  in  conflict 
zones — as  some  monies  might  be  reallocated  at 
the  agency  level.  As  a  second  option,  the  U.S. 


Government  could  incorporate  Ex-Im  Bank 
and  OPIC  representatives  in  the  JIATF  orga¬ 
nizational  structure.  In  this  way,  the  United 
States  would  be  better  able  to  direct  funds  to 
projects  it  views  as  important  to  overall  success 
of  key  foreign  policy  ventures.  Moreover,  mon¬ 
ies  allocated  for  these  joint  ventures  would  have 
a  more  direct  link  to  conflict  zones  and  would 
have  less  chance  of  being  absorbed  into  projects 
not  directly  linked  to  foreign  policy  priorities. 

Conclusion 

Going  forward,  the  most  important  next 
step  is  to  recognize  the  utility  of  joint  venture 
public-private  partnerships  as  well  as  follow-on 
civilian  training  in  fostering  the  integration 
of  conflict  societies  into  the  global  economy. 
Only  by  internalizing  this  belief  can  leaders 
take  up  the  mantle  to  implement  the  above 
recommendations  for  Iraq,  Afghanistan,  and 
other  states.  Whether  with  an  urbanized  popu¬ 
lation  such  as  Iraq,  or  a  rural  population  such 
as  Afghanistan,  the  transformative  nature  of 
commerce  knows  no  bounds.  And  it  is  from 
this  perspective  that  the  United  States  should 
embrace  cooperation  across  governments, 
agencies,  and  businesses — and  reject  the  ten¬ 
dency  to  see  success  only  through  the  lens  of 
one’s  department  or  agency. 

To  address  the  issue  of  bureaucratic  budget 
competition,  the  U.S.  Government  should  con¬ 
sider  establishing  a  multiagency  fund  specifically 
for  addressing  stabilization  and  reconstruction 
planning  and  operations  and  providing  suffi¬ 
cient  consultation  and  oversight  for  Congress.30 
Doing  so  would  address  a  number  of  the  con¬ 
cerns  departments  and  agencies  may  level 
against  standing  up  a  JIATF  for  reconstruction 
in  conflict  states.  Moreover,  with  the  neces¬ 
sary  legal  mandates,  a  separate  budget  account 
might  allow  for  more  efficient  and  effective 
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incorporation  of  private  sector  business  expertise — a  primary  requirement  for  the  overall  success 
of  the  model  proposed  above.  Whatever  the  case  might  be,  until  the  U.S.  Government  adopts  a 
usable  structure  to  create  economic  opportunity  in  earnest,  we  will  continually  struggle  to  secure 
durable  levers  of  influence  beyond  the  ephemeral  level  of  security  our  military  can  provide.  PRISM 
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